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Settlement Testimony of Amanda M. Alderson

Q PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
A Amanda M. Alderson. My business address is 16690 Swingley Ridge Road,

Suite 140, Chesterfield, MO 63017.

Q ARE YOU THE SAME AMANDA M. ALDERSON WHO PREVIOUSLY FILED
TESTIMONY IN THIS PROCEEDING?
A Yes. On February 3, 2017 | filed direct testimony on behalf of Federal Executive

Agencies (“FEA").
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WHAT IS THE PURPOSE OF YOUR TESTIMONY?
My testimony will comment on the Proposed Settlement Agreement (“Agreement”)
filed on March 27, 2017 by the Staff of the Arizona Corporation Commission (“Staff)
in Docket No. E-01345A-16-0036, the Arizona Public Service Company (“APS” or
“Company”) base rate case, on behalf of nearly 30 intervening parties, including FEA.
FEA is a signatory to this Agreement because we believe it is a reasonable
compromise to many complex issues in this rate case. Approval of this Agreement
will avoid unnecessary litigation expense, provide for a fair, just and reasonable
resolution of a revenue increase needed to provide the Company full recovery of its

cost of service, while also mitigating the rate burden to customers.

ON WHOSE BEHALF ARE YOU TESTIFYING?

My testimony is presented on behalf of the FEA, which consists of certain agencies of
the United States Government which have offices, facilities, and/or installations in the
service area of APS and purchase electric utility service from APS. The FEA facilities
include local post offices, recruitment offices, and numerous other local federal
buildings. Two of the largest FEA facilities served by APS are Luke Air Force Base

and Marine Corps Air Station Yuma.

PLEASE SUMMARIZE THE COMPANY’S ORIGINAL FILED REQUEST.

APS filed on June 1, 2016 for an electric base rate increase to take effect on July 1,
2017, and an additional 2% across-the-board increase to take effect in 2019. APS
requested a gross base rate revenue increase of $433.4 million (15%), which

includes $267.6 million of rider revenue that APS sought to roll into base rates. The
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net revenue increase originally proposed by APS was $165.9 million, or 5.74% of

total revenue. This is the Company’s first full base rate case since 2011.

PLEASE DESCRIBE THE SETTLEMENT AGREEMENT.

The Agreement provides for a $94.624 million net revenue increase, or a
$71.26 million (43%) reduction from the original net revenue increase request,
effective on the date of the Arizona Corporation Commission’s (“Commission”)
Decision in this case. The Agreement also allows for a follow-on base rate
adjustment no later than January 1, 2019 to recover the Four Corners Selective
Catalytic Reduction environmental retrofit expenditure. The Company’s originally
proposed spread of the revenue increase across customer classes is largely
maintained in the Agreement, but with certain carve-outs for special purpose
customers, meaning that the nearly 50% reduction off of the original $165.9 million

revenue increase is shared equitably across all retail customer classes.

HOW IS THE AGREEMENT A COMPROMISE AMONGST THE INTERVENING
PARTIES?

The Agreement resolves the highly complex issues in the case concerning the
Company’'s revenue requirement, the revenue spread across rate classes, and
ultimately the design of rates. FEA agrees to the total settlement in aggregate, rather
than individual elements of the settlement which comprise specific findings on
revenue requirement, cost of service and rate design. | believe this rate settlement
represents a reasonable compromise on these complex issues, and the uitimate rates

that will be imposed on retail customers are reasonable.

BRUBAKER & ASSOCIATES, INC.



10
11
12
13
14

15

16

17

Amanda M. Alderson

Page 4

Importantly, specific elements of the settlement revenue requirement or cost

of service are only reasonable in the context of the entire settliement. Therefore, | will
not comment on specific elements of the settlement, but rather the aggregate
settlement itself. =~ Based on the entire settiement, consisting of a revenue
requirement, revenue spread and cost of service, | believe that the settlement is just
and reasonable because it provides fair consideration to the Company to fully recover
its cost of service while receiving fair compensation, while creating no more than a
reasonable burden on customers to achieve this full cost recovery. For these

reasons, | recommend the Commission adopt the Agreement.

PLEASE SUMMARIZE FEA'S POSITION REGARDING THE SETTLEMENT
AGREEMENT.

FEA supports the Agreement as a reasonable result in this APS base rate
proceeding, and recommends the Commission approve the Agreement. FEA
believes this Agreement is an acceptable compromise to many of the issues in this

very large case, where the interests of all retail customers were fully represented.

DOES THIS CONCLUDE YOUR SETTLEMENT TESTIMONY?

Yes, it does.
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